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On Jan. 20, the Instituto Tecnologico Autonomo de Mexico (ITAM) released a study predicting that
interest rates will remain high in the first half of 1993 because of reduced inflow of foreign capital.
According to the Banco de Mexico (central bank), interest rates rose as high as 19% in September
and October 1992. The lowest rate in 1992 was 11% in March. The high interest rates were expected
to stifle economic growth and limit Mexican exports in the first half of the year. However, the ITAM
study predicted that flows of foreign capital to Mexico would grow in the second half of the year,
once US President Bill Clinton's position on the North American Free Trade Agreement (NAFTA)
becomes clearer. Even though Clinton has endorsed NAFTA, there is still uncertainty about how
soon he will move to push the treaty through Congress. Next, the ITAM study said anticipated
economic growth in the US would contribute to increased foreign capital flows into Mexico in the
second half of 1993. ITAM projected a total of US$22 million in foreign capital would enter the
country in 1993, a 6.8% increase over 1992. However, the study cautioned that the US$22 million
inflow would be insufficient to cover an anticipated current account deficit of US$24.4 million,
creating the need to use US$2.4 million in international reserves from the Banco de Mexico. (Source:
Notimex, 01/20/93)
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